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Washington 


4.0-Mill Tax Law 


Last Year Real Property Taxes Were Only 
About Half of What They Were a Few Years 


Ago. Why? 


NY ABUSE CREATES RE 
ACTION!—and this is what has 


happened in the State of Washing 
ton. At one time real estate was just 
about the only thing that was taxed here. 
Each year the rate was increased to pro 
duce more revenue for the ever increas- 
ing functions of government. The rate 
finally mounted, in some cities, to over 
100-mills with the result- that all desire 
to own real estate was destroyed. In 
many instances the county was receiving 
more money in taxes on homes and busi- 
ness properties than the owner was re- 
ceiving in rentals; and, in all cases, the 
net return was so meager that it discour- 
aged investment in real estate or real 
estate mortgages. 

Each year the Seattle Real Estate 
Board would protest, unsuccessfully, 
against the increasing millage. Each year, 
the assessed valuation would decrease 
and the tax rate increase, and, at the 
same time, the county was taking over 
for unpaid taxes, thousands of parcels 
of property which at once became tax 
exempt until sold. There were few buy- 
ers. Some people advocated a taxpay- 
ers strike. There were so many delin- 
quencies that the tax-spending groups 
became alarmed. Our schools were in a 
serious financial condition. Bankers, see- 
ing the tragedies and losses in shrinking 


The Answer Is in This Article 


By J. W. WHEELER 


values through high tax rates, looked 
with disfavor upon real estate owners 
and real estate loans. 





OTHING is more important 

in real estate right now than 
the high taxes owners have to 
pay on it —and still the trend 
continues up. The State of Wash- 
ington some years ago started to 
do something about it—and suc- 
ceeded. This is the story of what 
was done by the man who head- 
ed the group that brought the 
40-Mill Tax Law to the State. 
Until this legislation was passed 
real estate was paying 85 percent 
of the total tax load—yet less 
than 50 percent of the State’s 
wealth was in real property. 
The fight was begun—with what 
success Mr. Wheeler details here. 





The educational forces here were the 
first to recognize the danger of such con- 
ditions which were rapidly breaking 
down the entire revenue system. The 
teachers realized that something must be 
done to preserve their salaries—and the 
schools—but were unwilling to release 
their stranglehold on real estate until an 


State’s 


equal or larger amount was insured in 
advance. This could not be done and 
a deadlock resulted. Those who were 
not paying their fair share of taxes 
joined forces with the tax-spending 
group. We went time and again to 
the state legislature asking for relief 
and always failed. We always came 
home poorer than when we went. 

Finally, we went to the people by 
way of an initiative, secured 125,000 
signatures, collected money from the 
real estate men and a few property own- 
ers, and began an active educational 
campaign for votes for the 40-mill meas- 
ure limiting the amount of taxes that 
could be placed against real and per- 
sonal property in any one year to 40 
mills on a 50 percent valuation, plus any 
additional millage necessary to pay ob- 
ligations incurred before the passage of 
this act. 

Our tax rate now is 50 mills divided 
as follows: 

15 mills for cities 

10 mills for schools 

10 mills for counties 

3 mills for higher education 
and 12 mills for old debts now rapidly 
being retired. 

The passage of the 40-mill limita- 
tion bill forced the state legislature to 
create new sources of revenue. They 
enacted a two percent sales tax, liquor 
tax and a business and occupational tax 
which partially made up for the reduc- 
tion in revenue from real estate taxa- 
tion; and, with a better divisional dis- 
tribution, the schools are all open nine 


(Continued on page 4, column 2) 
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What They Talked About 


at the Construction Conference 


One Speaker Berates Business Men for Accepting 
Covernment Participation in Mortgage Lending Yet 
Fighting Federal Intrusion in Their Own Fields 


ECAUSE new construction, de 
B spite the upturn of the past two 

years, continues the most con 
spicuous industrial laggard, the U. 5S 
Chamber of Commerce this month 
sponsored a Construction Conterence in 
Washington to which more than 300 
delegates came and heard what key men 
from different branches of the field had 
to say. 

President Byron T. Shutz was in 
vited to make one of the principal ad 
lresses on the second day but was 
forced to cancel because of a conflicting 
engagement. W. A. Clarke, president 
of the W. A. Clarke Mortgage Com 
pany of Philadelphia, and a member of 
the board of governors, was invited to 
take his place 

Here are some of the thoughts and 
opinions expressed at the meeting 


Said Fred H. Ludwig, a leading Penn 


svlvania lumber deale? 


“The road to real recovery in Amer 
ica lies in providing homes for the av 
erage family in the community adjacent 
to the central cities. 

“The excess cost of land in big cities, 
restrictions of city building codes, the 
heavy tax burden constantly increasing 
in organized communities because of 
increased governmental supervision, 
and the public desire for fresh air and 
greater opportunity for relaxation are 
the reasons 

“PWA has adopted a small house 
program with a room cost of approxi 
mately $1,500, suburban resettlement 
with a room cost of $1,400, rural re 
settlement with a room cost of $1,300, 
and the United States Housing Author 
ity with room costs that range from 
$1,200 on up. All these are against the 
average room cost in private industry 
for home building of approximately 
S800 

“Recently a slum clearance project 
was awarded at a cost in excess of fifty 
cents per cubic foot. Private industry 
can provide sufficient housing in the 
same territory tor twenty five cents a 
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cubic foot and by so doing assumes its 
portion of the tax burden 

“By filling annual requirements and 
one-half of the shortages, we can attain 
an annual volume of $786,000,000 if we 
build only houses to sell for over $3, 
000; $1,643,000,000 if we can supply 
the $2,000-$3,000 kind; a possible $3, 
37,000,000 if we solve the problems 
involved in making houses for less than 
$2.000.” 


Said I. N Tate, vice president of the 
large Weyerhaeuser Sales Company of 
St. Paul: 

“It is extremely important that our 
volume of home building continues to 
increase in a period like this with war 
hysteria in the air and with the De- 
partment of Justice and _ irresponsible 
columnists stating repeatedly that build- 
ing costs must come down. 

“What about wages? The wages of 
all building trades in seventy cities in 
1938 were 106.7 percent of the 100 
percent average in 1929, and they were 
12 percent more than for 1926. Plumb- 
ers’ and gas fitters’ wages were 18 per 
cent more than 1926, plasterers’ 7 per 
cent more, painters’ 9 percent, carpen- 
ters’ 12 percent and bricklayers’ 5 per- 
cent more All union wages for 
the building trades in 1938 were 20 per- 
cent above the twenty-year average 

“We want our labor adequately paid. 
Just the same, it is clear that our costs 
have been reduced through building 
material reductions and not through 
building trade wages. 

“We can say that 60 percent of the 
cost of the house has been decreased 7 
percent through the cost of materials, 
while 40 percent of the house has in- 
creased 20 percent, representing labor. 
That would be a total increase of ap- 
proximately 4 percent. 

“Standardization may be able to re- 
duce housing costs 50 percent. 

“There are successful prefabricated 
houses today and there will be more in 
the future. But many of the savings 


predicted for prefabrication are being 
realized today in the prefabrication of 
parts. 

“However little we like it, the entire 
trend of our times is toward inflation 
and there is every chance that the trend 
will continue. With each decrease in 
the value of money, there is the corre- 
sponding increase in the value of real 
property and the home built today is an 
excellent investment as a hedge against 
inflation.” 

Says Fermor S. Cannon, savings and 
loan official of Indianapolis: 

“One phase of the present program 
of FHA and Federal National Mortgage 
Association is only one step removed 
from direct government lending in the 
urban mortgage field. 

“Direct Government financing of 
farms has not been the answer to farm 
problems or to a large volume of con- 
struction of new farm homes. Direct 
Government financing in the urban pic 
ture will not cure the evils of housing 
conditions or do very much to further 
stimulate construction unless the finance 
ing takes the form of outright subsidies. 

“It is hard to understand how con- 
servative business men who have a vir- 
tual horror of Socialism or Communism 
will advocate direct lending by the 
Government for urban mortgage financ 
ing or something closely akin thereto as 
to be sisters under the skin. Direct or 
almost direct Government home financ- 
ing inevitably leads to complete social- 
ization of the credit structure of the na- 
tion in all lines. With a socialized 
financing credit structure, a socialized 
industrial structure would not be far 
in the future.” 


Said Melvin H. Baker, president of 
National Gypsum: 

“Underlying the construction boom 
is a sound demand resulting from a 10- 
year drought in the industry. This 
upturn started last spring. 

“Following this upturn we ap- 
proached the war in September with a 
sound demand, and the curve moving 
upward. This was just the opposite 
from conditions in 1914. Here we are 
almost three months after war started 
and no effect on building except a slight 
stiffening in prices.” 

(Continued on page 4) 
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What Will The War 
Do To Real Estate? 





However We Analyze This Question Today Our on this house was about 50 percent 
Plans Will All Be Altered Overnight Should higher than in 1914. 
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This Nation Enter the War Is This View 


OW will war affect the real estate 
market? 


What is the situation today in 
real estate? 

We seem to be at a turning point. In 
trying to see into the future, it is nat- 
ural to try to gain light from the past. 
Here are some comparisons of our pres 
ent situation with that at the start of 
the last European war, and the follow 
ing periods. Economic and political 
changes of world-wide scope make it 
almost impossible to prophesy. 

The following tables may help to 
give you a quick appreciation of the dif- 
ference between conditions of 1914 and 
now as they apply to real estate: 


LEVELS OF RENTS 
Comparable levels Trends 
1939 equal to Rents remained about 
2nd quarter 1930 level in 1914-1915, rose 
lightly in 1916-1917 and 
n 1918 began abrupt 
Ist quarter 1920 rise; rose about 14% in 
1939—about 40% 1918, another 14% in 
higher than 1919, another 16% by the 
1914 end of 1920, reaching a 
temporary peak in 1921 
and an all time peak in 
about 30% 1924, at which time they 
lower than were more than 90% 
1925 above 1917 levels. 

Reai estate activity, 1939 equal to 
1914, 1918, 1931—Real estate activity 
declined in 1914-1915, increased slight- 
ly in 1916 and beginning of 1917, de- 
creased sharply in second quarter of 
1917 and reached a low point in begin- 
ning of 1918, a point equal to 1932. 

In the beginning of 1919, activity be- 
gan a sharp ascent, reaching a first peak 
in 1923, subsided slightly, then in- 
creased again, reaching the peak of 
boom in 1925. It then began a descent 
lasting until 1935. 


BUILDING VOLUME 

1919 Bu:lding volume remained 
fairly level in 1914-1915 

1920 and first half of 1916, 

1930 then began abrupt de- 
cline terminating in the 

1939 about 30% middle of 1918, when an 
higher than abrupt increase took place, 
low pointin reaching a peak in 1929. 
1918 Volume then had a steady 


1939 equal to 


By GEORGE C. JOHNSON 


decline, reaching the low 


about 30% est point in recent history 


lower than in 1934. Then began a 
in 1914 recovery which has been 
increasing to date. 





UTBREAK of war in Eu- 

rope has brought forth a 
multitude of speculations as to 
how real estate activity in this 
country will be affected. And 
there are surprising differences 
of opinion! The author of this 
article does not lay down an iron 
clad formula as to what has 
taken place in real estate and 
what we may expect. Instead 
he merely compares conditions 
of today and a quarter of a cen- 
tury ago and lets you form your 
own opinion. Mr. Johnson is 
treasurer of The Dime Savings 


Bank of Brooklyn. 





Cost of a six room one family house 
(medium quality): 


1939—equal to 1919 
slightly higher than 1930 
50% higher than 1914 
20% lower than 1925-1921 
28% higher than 1917 or 
1933 
Cost of this particular type of house 
remained fairly even in 1914-1915-1916, 
then rose abruptly until 1920, increas- 
ing from about $4,300 to $8,000. It 
then dropped to about $6,700 in 1921. 
In 1922 the rise was resumed and by 
1925 was slightly above the 1920 peak, 
then the cost went down steadily each 
year until 1932, when the house cost 
about $6,500. 


After that cost rose until 1937, when 
it reached about $7,100. It dropped 
in the last half of 1937 to about $6,000 
in the Fall of 1938 and now has risen 
to about $6,500. 

Labor cost remained fairly even from 
1914 to 1917, increased somewhat in 
1918-1919 and by 1920 the labor cost 


In 1925 when peak cost slightly ex- 
ceeded that of 1920 the situation had 
changed and labor cost was almost 100 
percent more than in 1914. Material 
costs were only 75 percent more than 
in 1914, and, in addition, the builders’ 
profit was higher. 

These facts are important only in 
showing where real.estate stands at the 
present time in comparison to other 
periods. 

These figures indicate that although 
present rent levels are equal to the 
levels at the beginning of 1920, when 
rents had risen from 1914 levels about 
40 percent, present real estate activity 
is only equal to the low points of 1914 
and 1931. Building volume is equal to 
1919, when there had just been an 
abrupt rise, but is 30 percent lower than 
in 1914, at the beginning of the World 
War, and 66 percent less than the vol- 
ume maintained during 1922 to 1926. 
At the same time the cost of the six- 
room house used as an example is at 
present 50 percent higher than in 1914, 
but about 20 percent lower than the 
peak costs of 1921 and 1925. 

It seems that after almost 10 years of 
subnormal building activity, we are 
starting at a point where the surplus 
built up during the previous period of 
abnormal building has been used and 
this country can absorb a good deal of 
new building. It also seems that with 
the present higher wage levels and in- 
creasing employment and business ac- 
tivity considerable new space can be 
absorbed, even though we are starting 
at a higher level of cost than when the 
previous rise started. Costs are moving 
up and although we probably can ab- 
sorb moderately higher costs without 
reaching a resistance level, a sharp rise 
in new building prices might retard the 
activity. This also might tend to cause 
better absorption of some of the older 
properties. 

A moderate improvement in real es- 
tate activity seems in the offing, but 
not a wild boom. The following fac- 
tors seem favorable: 

Improvement in domestic business ac- 
tivity is bringing more employment, 
better wage levels and more profits. 

(Continued next page) 
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WAR AND REAL ESTATE 


(Continued from page 5) 


There is no perfect hedge against in 
flation. but real estate is one of the best 
hedges known 

Rising prices and costs, if they do 
not get ahead of purchasing power, 

| 


enerall bring greater real estate ac 
tivity and higher prices. 

Prices and rents are starting at a 
higher level than at the beginning of 
the last war: but, on the other hand, 
the last World War began after a real 


with over-production of 


tat poom, 

pace. This war is starting, after a real 
state depression, and with a consider 
ible back log of modern building t 
make up. The position in the real estate 
cvcle is favorable for a rise if the cvcle 
‘ the Dast per] rmances 

Ther ms to be a tendency on the 
part tr DI Dusiness Organizations to 
restrain t ibrupt rises 1m prices so as 
t cultivate bett I public y dl will 
toward business, t forestall Govern 
ment nterferens ina lab r tt bles 
ind t nodify the inevitable reaction 

Interest Rates to Rise? 

Improved financing methods should 
mak for greater stability. Interest 
rates n ortvages probably will S4 
moderately with increasing activity and 
with the increase in general interest 
rates, which seems to be about t tak 
place, as indicated by the present course 
f the high-grade bond market 

But watch out for the pitfalls in 
herent in a rising real estate market! 


Excess building and extremely high 
prices later in the cycle may bring seri 


ous reaction 


Both industrial and residential build 
ings of the marginal type that have out 
lived their usefulness temporarily may 
What will the 


reaction be when business subsides? 


take on increased value 


Properties financed on a basis of 
boom prices may cause considerable loss 
later if debts are not liquidated before 
subsequent reaction. 

Caution must be exercised in capi 
talizing, over a long period, temporary 
‘come-backs” of real estate in worn out 
and decadent parts of cities. 


But don't forget that entrance of this 
country into the war may dislocate all 
the calculations we can make now 
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A TAX REDUCTION PROGRAM THAT WORKED 


(Continued from page 1) 


months of the year, are in the best 
financial condition they have ever en 
joyed, with all reductions in salaries re 
stored. In many instances salaries have 
been increased. 

Real estate is now gradually coming 
back, the assessed valuation having in 


creased several million dollars last year 


in King county alone and every week 
the county treasurer is selling at auc 
tion, at better prices, tax-acquired prop 
erty 

While we have never been able to 
induce the legislature to place the 
40-mill measure on the ballot as 
a Constitutional Amendment for the 
people to vote upon, we have re-enacted 
this measure into law four times by the 


| 


vote of the people with majorities as 
high is five to one, and it is again on 
the ballot for the fifth time at the next 
eneral election. We feel certain of its 


yassage 





V R. WHEELER has been a 
LYE member of the Seattle firm 
of West and i heeler, one of the 
Pacific Coast's leading real estate 
firms, since 1900. For twelve 
years he was a director of the 
National Association of Real Es- 
tate Boards, and served five of 
them as vice president. It is esti- 
mated that real estate owners 
have been saved more than 
$250,000.000 in taxes since the 
10-Mill Tax Law was first enact- 
ed. Mr. Wheeler will no doubt 
be glad to supply members in 
other states with more complete 
data on this undertaking. 





Tax experts argue that tax limitation 
on property is neither sound nor sci- 
entific, but, after testing it for eigh: 
years in this state, it has been clearly 
demonstrated that it is the only law 
which has prevented excessive real 
estate taxation and, therefore, is praised 
by the taxpayer and condemned by the 
tax-spender. Our tax limitation law 
was passed to protect the property 
owner and reduce unnecessary cost of 
government. It has worked success- 
fully and I honestly believe had we not 
had tax limitation during the recent 
trying years our tax rate would be 
more than double what it is, in addition 
to the other taxes we now have. 

In 1931 our property taxes were $80,- 


016,000 and in 1936 were $42,168,000. 
In the final analysis, is not the method 
which best accomplishes the object 
sought, the most scientific? 


Since Mr. Wheeler’s article was re 
ceived the Seattle press reports that real 
property taxes collected in all thirty 
nine counties of the state last year were 
$41,487,674, about half of what the 
property levy was before the 40-mill 
law. Some of the drop, however, has 
been offset by the sales and business 
taxes enacted as a result of the 40-mill 
law. 

Out of the forty-one million col 
lected, $13,893,335 went to schools, 
$10,725,605 to cities and towns, $9, 
541,080 to counties, $3,942,295 to the 
state, $1,011,950 to port districts and 
$399,649 to public utility districts 


CONSTRUCTION MEET 
(Continued from page 2) 

And Thomas S. Holden, vice presi 
dent of F. W. Dodge, predicted an 
increase of 16 percent in commercial 
building over 1938; 41 percent increase 
in factory buildings over 1938; 5 per 
cent increase in private residential 
buildings and 65 percent increase in 
public residential buildings, making a 
net increase of 14 percent in all resi 
dential construction, compared with 
1938. He foresaw a drop of 15 per- 
cent in nonresidential buildings and lit- 
tle change in heavy engineering con 
struction. 

And from John Coyne, head of the 
building and construction trades depart- 
ment of the A F of L, came the news 
that understandings being worked out 
between his group and the Associated 
General Contractors of America should 
eliminate friction resulting from juris- 
dictional union disputes. 

“Points in this agreement include: 
No work stoppage when such a dispute 


shall continue to do the work pending 
a decision on the dispute; speedy ad- 
judication of the dispute; decision of 
arbitors shall be final. 

“T can certify that the changes have 
reduced the requests for decision about 
90 percent in the 45 days since the plan 
has been effective. In the future, if the 
plan continues, it will entirely eliminate 
the jurisdictional dispute hazard to the 
construction industry.” 
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% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 






WM. J. VAN AKEN IS ELECTED CLEVELAND MBA HEAD 


Wm. J. Van Aken, loan correspond 
ent for the Acacia Mutual Life Insur- 
ance Company in Cleveland, is the 
newly-elected president of the Cleve 
land Mortgage Bankers Association. 
The annual meeting was held at Hotel 
Statler November 16th. Mr. Van Aken 
has also just been re-elected Mayor of 
Shaker Heights, exclusive Cleveland 
suburb, a position which he has held 
for the past 25 years. 

Warren L. Morris, president, The Os 
tendorf-Morris Company, was elected 
vice president: Dan C. Crane, secretary 
of The Land Title Guarantee and Trust 
Company, was elected secretary: and 
Norman R. Lloyd, president of Allied 
Mortgages, Inc., was named treasurer. 


All the new officers are MBA members. 
More Than 100 Attend 


More than 100 attended the meeting, 
including Charles H. Sill, who our 
members will recall was the Convention 
chairman at our 26th annual meeting 
held in Detroit the first week in Octo 
ber: H. G. Woodruff, a member of our 
Board of Governors from Detroit; and 
Walter J. L. Ray, president of the 
Detroit Mortgage Bankers Association. 
George H. Patterson, Secretary-Treas- 
urer of the Mortgage Bankers Associa 
tion, was also an out-of-town guest. 
The principal address was made by Wil 
liam Dern of Cincinnati, his subject, 
“Keeping Your Sunny Side Up and 
Your Blood Pressure Down.” 

The Cleveland MBA, which was or- 
ganized after our 1937 Convention in 
that city, now has 48 members of which 
24 are members of the national Associa 
tion. 

Speaking in a humorous vein, retiring 
President Charles A. Braman described 
the keen competition existing in Cleve 
land for loans. He said in part: 

“T decided not to run for re-election 
after hearing that a popular political 
slogan is going to be ‘Do not change 
horses, or any part thereof, in the mid- 
dle of the stream’.” 

“We have doubled the volume of 
new building in Cleveland and have 


stopped the decline in interest rates. We 
have kept you from being indicted by 
the grand jury—up to this date—in the 
investigation of building rackets. We 
have lessened competition to such an 
extent that it is now possible to find a 
place to park your car near a building 


HEADS CLEVELAND GROUP 





WM. J. VAN AKEN 


under construction. We recently had 
a case where the borrower had only 
six commitments for his proposed loan. 

“Seriously, these things may be fun- 
ny, simply because they are true. They 
will probably pass because we know 
how they can and should be stopped. 
Can you imagine an owner hiring six 
architects, six attorneys, S1x title com- 
panies or six of any other agency in 
the building business to perform the 
same service at the same time and 
knowing that he is not going to pay 
five of them? 

“You never heard of any one sign- 
ing six applications at the same time 
when the interest rate and the broker- 
age fee were treated as separate items. 
You would not hear of it now if we had 


sense enough to use a simple form of 
contract providing for payment of a 
reasonable brokerage fee by owners 
who refuse to accept loans after writ- 
ten applications have been approved by 
the lender. 

“We can kid the public, our home 
ofices and even ourselves about the 
kind of mortgage business we are do- 
ing, but we can never kid the other 
mortgage brokers very much. In this 
business you eventually have to pub 
licly record the kind of work you are 
doing. Obviously all this waste is be 
ing paid for and we should make a 
serious effort to eliminate some of it. 
If we don’t eliminate this waste it will 
eliminate us whether we be salaried 
men or correspondents. 


Everyone Will Be Hit 


“When the expenses get too high and 
the results too low the salaried men will, 
of course, be fired while the corre 
spondents will only have to go bank- 
rupt and start over again. 

“Likewise we should continue our 
efforts to lower building costs in the 
truest sense and, wherever possible by 
eliminating inefficiency, racketeering, 
trade restraints and other unsound prac- 
tices. Our main purpose should be to 
provide sound financing that will result 
in the best possible housing for the 
greatest number of people.” 


OKLAHOMA MBA TO MEET 


Omagram, interesting monthly pub- 
lication of the Oklahoma Mortgage As- 
sociation, reports that the next meeting 
of this local has been scheduled for 
December 8th in Tulsa. Ray McLain, 
Jr., editor, says a top flight speaker will 
be the guest of the evening—name to 
be announced later. The annual meet- 
ing is set for January 12th and Presi- 
dent Byron T. Shutz and Secretary 
George H. Patterson will appear on the 
program. 

Again a reminder to local associa- 
tions: Write Ray McLain for a copy 
of Omagram. Every local group should 
publish something similar. 
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CMBA PICKS ITS COMMITTEE HEADS 


Chicago Mortgage Bankers Associa 
tion, in its latest bulletin to members, 
announces that it will hold 
“closed meetings at which you can ex 


sey eral 


press yourselves freely regarding prob 
lems and ¥ 
Also announced by the 
President, Ferd Kramer, 
coming year 
advertising 


practices which face you 
newly-elected 
roster of 


which 


1S the 
ymmittees for the 


H. N. Tyson, Jr., 


includes 


ind publicity; H. O. Walther, appraisal; 
George W. Springer, fair practices; 
Harry A. Fischer, FHA; Walter L 
Cohrs, legal: H. L. Schmitz, legislative: 
Ralph A. Hunt, membership; Hugh 
Riddle, program; and Warner G. Baird, 
peaker 

This seems to us an admirable group 
ing of committees. Note that each one 
has a specific task and each task is in 


DISCUSS PLANS FOR 


There will be a Mortgage Bankers 
Association of Northern New Jersey 
n if plans now under way are suc 
sftul. R ntly, Secretary George H 
Patterson met with a group of MBA 
embers in Newark to discuss plans for 
orming a new local group whose inte1 
ests and activitics would embrace all 
f Northern New Jersey. Among them 
vere Johi. C. Thompson, president ot 
the New Jersey Realty Company 


George Underwood of Underwood 


Franke Co.; John F. Mylod, president of 
the Mortgage Corporation of New Jer 
ey, and Milford A. Vieser, secretary 


portant for the best Association results. 

The executive committee includes 
Byron V. Kanaley, George H. Doven 
muehle, Walter L. Cohrs, Bester P. 
Price and H. R. Goodwillie. 

First meeting of the new CMBA of 
ficers and directors was on November 
21st. CMBA cooperated with the Chi 
cago Real Estate Board in its Appraisal 
Conference held a few days ago. 

Another suggestion from CMBA per 
tains to its credit reporting system. 
Other MBA locals may wish to devise 
something similar. The group contracts 
with a large credit advisory agency to 
furnish reports to members at a nom 
inal figure. Thus credit reports are 
readily available at low cost and, in ad 
dition, CMBA is enabled to build up 


ymprehensive credit file. 


N. J. MBA GROUP 


ind treasurer of the Franklin Mortgage 
& Title Guaranty Company, all of 
whom are members of MBA 

New Jersey is now represented on 
the board of governors by C. Armel 
Nutter of Because of the 
highly industrialized nature of the 
northern section of the state and the 
many communities close together, it is 
thought that 
tion, representing these towns and cities, 
would best serve the mortgage inter 
ests in this state. More about the new 
plans will be reported here 


( ‘amden 


a strong sectional associa 


group s 
shortly. 


NEW MBA FORMED IN BALTIMORE 


Baltimore has joined the 


MBA 


yroup of! 
local associations by 
the organization of the Baltimore Mort 
vage Bankers Association. Guy T. O. 
Hollyday, representative of Randall H. 


and a mem 


cities with 


Hagner, Inc., in Baltimore, 
ber of the board of governors, has been 
named president; Carroll Wright of 
The White-Mowbray Company has 
been elected vice president; and James 
W. Rouse, The Moss 
Rouse Company, has been chosen sec 
retary and treasurer. Other members 
initially include Walter C. Pinkard of 
Moss-Rouse Company, Hugh F. Watts 
of the Title Guarantee and Trust Co., 
and Henry P. Irr. Only MBA members 


are to be admitted to this local group 


president of 
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The organization will function primari- 
ly through monthiy luncheon meetings. 

Secretary George H. Patterson met 
with the group a few days ago and 
assisted with their plans. 


MORTGAGE ADVERTISING 


Appearance of Mr. Johnson's article 
in this issue reminds us that some mem- 
bers may wish to write the Dime Sav 
ings Bank in Brooklyn for a copy of a 
recent booklet reproducing 25 news- 
paper advertisements which were most 
effective in producing business for this 


bank. The bank will gladly send you a 
copy. 








MBA Member Firms Reach 
95th and 50th Anniversaries 


It was not until the first Directory of 
Members was published that it was real 
ized that so many MBA member firms 
are as old as they are. Of course, many 
of our life insurance companies have 
been in existence almost as long as the 
nation itself. But many other strictly 
mortgage institutions long ago 
brated 25th anniversaries. Dovemuehle, 
Inc., of Chicago, is this year celebrating 
its 95th birthday. An unique folder 
with some interesting historical ma 
terial is being mailed to its clientele. 


cele- 


Another similar celebration we have 
heard about is that of Shryock Realty 
Co. of Kansas City, headed by Frank 
L. Wilkinson as president. This organ 
ization is one of the leading real estate 
firms in the Middle West. It was or- 
ganized in 1889 and is celebrating its 
Golden Anniversary this year. 


Aren't there some others we should 
mention here? 


Annual Report of FHLBB 
How the 


“overhang” 
can be economically disposed of with 
out disrupting the market and how we 
can secure better mortgage and fore 
closure laws are two of the highlights 


of the FHLBB annual report: 


“In view of the magnitude of the 
problem, its bearing on new building 
and the real estate market, and its effect 
on financial institutions throughout the 
country, the assimilation of real estate 
overhang remains a foremost task. The 
holding of hundreds of thousands of 
properties for sale by financial institu 
tions retards the full recovery of the real 
estate market. 


$4.000.000.000 real estate 


rept yssessed properties 


“In the last two years, home-financing 
institutions have begun to realize the 
necessity for a quick and orderly liqui- 
dation of the real estate overhang and 
have acted accordingly. However, fur- 
ther efforts will be required to bring the 
problem anywhere near to solution. 

“In some areas, this task is rendered 
more dificult by the competition of new 
dwellings but there is still a broad de- 
mand for repossessed homes if they are 
placed in good condition and offered at 
competitive terms. 

“There remains the fundamental task 
of improving—in the broadest sense- 
the market mechanism of construction 
and mortgage lending.” 
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SINGLE PURPOSE LOANS 


The recent questionnaire sent out 
from the headquarters office drew a 
good response from members. Replies 
are being tabulated now and the results 
will appear in early issues. 

No question was more _ interesting 
than the one concerned with single pur 
pose loans. Mr. True’s discussion of 
the subject at Detroit evidently aroused 
a great deal of thought. 

Many members feel “there are possi 
bilities here” but do not know how they 
can participate in this type of lending. 

And speaking of single purpose 
properties, we are reminded of a speech 
recently made at the conference of the 
American Management Association in 
Chicago. The speaker was H. K. Fer- 
guson, head of the company bearing his 
name. 

He had some things to say about one 
type of building activity which must 
have shocked some people. The finan- 
cial editor of one Chicago newspaper 
declared that what could be implied 
from Ferguson’s remarks was that “The 
first principle in efhcient factory con- 
struction is not to build at all if you 
can possibly avoid it.” 

The editor wrote that: “He (Fergu- 
son) pointed out that in times past, 
profits were made by expanding the 
market, but that for the last 10 years 
the markets for most products had been 
more or less fixed, so that executives 
turned to decreasing unit costs as a 
source of dividends.” 

Ferguson declared that: “Let me say, 
so there will be no misunderstanding 
about it, that it is my firm belief that 
no manufacturer should build any fac- 
tory space if he can reasonably avoid it. 


THE FUTURE OF HOUSING 
AFTER THE WAR 


This Well Known Housing Authority and Professor 
of Architecture at Cooper Union Tells What He 
Sees Ahead, Provided, of Course, We Remain Neutral 


By PAUL ZUCKER 


Marriages, the foundation of families, 
tend to increase during wartime, inter 
est in a home-like environment is stimu 
lated, and people, for the most part, 
become more willing to dispense with 
luxury and small conveniences in order 
to have their own homes. 

If the United States maintains its 
neutrality, it is probable that after the 
war housing will receive an impetus 
from the federal government, for it 
will be seeking a means of absorbing 
the vast number of workers who, dur- 
ing the conflict, had been employed in 
the munitions industries and other en- 
terprises. 

Any kind of government aid for 
building will be one of the relatively 
easiest and most practical ways of solv- 
ing the unemployment problem here 
when peace is declared. 

The usual indifference of people to 
large-scale housing, is greatly decreased 
by the psychological and _ sociological 
influences growing out of war. 

After the World War the strength- 
ening of organized housing was appar- 
ent in almost every European country. 
This was true of countries neutral dur- 
ing the struggle as well as of the bellig- 
erents. 

Projects were usually supported by 
state funds, although private enterprise, 
aided by state loans at low rates of 
interest, took some part. 


Appropriation of money for housing 
was facilitated, and prosecution of the 
work made simpler, because the gov- 
ernments were spending so much for 
demobilization that budgets for build- 
ing seemed almost insignificant by com- 
parison. Also, every kind of regimen- 
tation and standardization was easier to 
bear as the people had become discip- 
lined to it by the measures of the war. 

Stylistically, architecture is influ- 
enced by war in two ways: First by the 
advent of a new ruling class, and sec- 
ond by the difficult economic situation, 
a result of the cost of the conflict. 

Social revolutions and shiftings of 
the different social strata which are in- 
evitable after war automatically bring 
modifications in formal expression. The 
new ruling group usually strives to em- 
phasize and accentuate its rise to power 
by incorporating pomp and pretension 
in its buildings and homes. It is an 
effort of the group to prove its adapta- 
tion to a higher place in the social 
order. 

In a uirect contrast, many people, 
following a war, who either as the re- 
sult of the death of their supporter, or 
for other reasons, find it necessary to 
modify their style of living, try to sub- 
stitute for the richness of their former 
environment by turning to simpler, 
more modern and functional forms of 
irchitecture. 





If new buildings are necessary, then 
their cost should be held to a minimum 
properly consistent with the expected 
increase in profits. 

“Obviously, it would be foolish to 
buy buildings where the depreciation 
and capital charges would exceed any 
savings or increased profits which they 
might produce. A dollar in cash, or 
easily negotiable securities, is often 
worth two or many more dollars frozen 
in real estate or buildings, especially 
when hard times come. 


“It is a comparatively simple matter 
for any qualified engineering organiza- 
tion to design and build an ideal plant, 
attractive in appearance, completely 


flexible, and with perfectly controlled 
working conditions. 

“It is an easy matter to spend any 
amount of dollars which the owner will 
appropriate, but it requires a tempering 
of genius and an abundance of common 
sense to make these dollars work to 
produce the desired return on the in- 
vestment. I am quite willing to leave 
the building of monuments to our gov- 
ernment and our philanthropists.” 


However sound Ferguson's views may 
be, current experience is to the contrary. 
Engineering News-R-cord's latest report 
shows that October factory building 
contracts were almost $50,000,000, a 60 
percent gain over October, 1938. 
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FHA LOOKS AT 1939 


the 1939 building season 
close FHA is out early with 
the year and some p 


the future FHA says 


That about 4950, ( non-farm 
elling units will be built this 


1 gain of 30 percent over 
ind the highest total for any 


Insurance r nev 
by FHA will sl 
ibout 4 percent ove! 


t volume in its 


history 


That between 2500 and 
small home have been 
inder FHA inspection 
in the past six months 
That by the end of 1939 mor 


) 


than people will be lis 
ing in houses built or financed 
inder the FHA _  program—and 
100, more will be living in 
FHA large-scale housing projects 
built for renting 


That FHA insured moderniza 
tion loans now total more than 
2,250, iggregating more than a 
billion dollars 

That less than 1,000 properties 
have been acquired by FHA after 
foreclosure—of which nearly 4500 
have been sold and over 500 re 
main on hand 


That net charges to the insu 
ance fund through the sale of these 
properties have amounted to $250, 


000 against which FHA has re 


serves of $30,000,000, 


SHRINKING LOANS 


Mortgages are getting smaller. That 
is, the average size loan is decreasing. 
In the first nine months this year the 
wverage new home mortgage accepted 
for FHA insurance was $4,532 as 
against $4,601 in 1938, a drop of $69. 
For previous years the figures were 
$4,638 in 1937; $4,711 in 1936; $4,824 
in 1935 

So when they're borrowing at all, 
they're borrowing less, it would seem. 
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DISSENTING OPINION 


The Alexander Hamilton Institute 


often, it appears to us, takes a some 
what pessimistic view of building pros 
pects. For example, it feels now that 
the present war will not have as stimu 
lating an effect on building as many be- 
lieve. It cites three reasons: (1) That 
rents are higher now than they were in 
1913 from the standpoint of the com 
modity price level; (2) that building 
osts in relation to rents are higher than 
in 1913; and (3) there is a surplus of 
industrial and commercial buildings 
which was not the case in 1913. 


UP GO HOLC SALES 


HOLC set a new record in September 
Sales are 
exceeding acquisitions by 40 percent. 
HOLC now owns 83,330 properties, 
6,806 less than in March. Number of 
properties owned has dropped every 
month since March. It sold 33,400 
homes in the first nine months, employ 


by selling 4,765 properties 


5 


ing about 25,000 sales brokers to do it. 
Most of HOLC’s 67,961 sales have been 
In the $2, Wt $§ O01 ") price range. 


FORECLOSURES DROP 


Urban foreclosures are still declining 

a trend that has persisted since 1933. 
“But,” says Corwin A. Fergus of the 
FHLBB, “there are rather definite in 
dications of a leveling off. September 
foreclosures are down 11.4 percent as 
compared with the same month a year 


ago. 


STATUS OF URBAN LOANS 


About $220,000,000 was added to the 
non-farm home mortgage debt last 
year, bringing the total to around $17, 
721,000,000. FHLB Review says: “Re- 
cent trends in the percentages of total 
home-mortgage debt held by different 
types of lenders have been: for com- 
mercial banks—upward since 1935; sav 
ings and loan associations—upward 
since 1936; individuals and others 
upward since 1936; insurance companies 

downward since 1931; mutual savings 
banks—downward since 1933; HOLC 


downward since 1935. 


TO 


4% HIGHLIGHTS FROM THE PRESS 
OF PARTICULAR INTEREST 
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STUMBLING BLOCK 

What is the biggest stumbling block 
to more new building? Many will be 
quick to say “high building costs.” 

They may be right, but there is an 
increasingly large number who are con- 
vinced tnat the extremely low mortgage 
rates have become a great hindrance 
not to lender entirely but to prospective 
borrower as well. 

C. Harry Minners, Los Angeles sav 
ings and loan official, is one of them. 
His view is that: 

“The time to buy a home has prob- 
ably never been as opportune as the 
present. Although there are signs of 
rising material costs, such increases 
should not affect present construction 
for which materials have been pur- 
chased, and we must consider the im- 
portance of these increases in their true 
proportion to the price of a finished 
house. 

“Speaking roughly, approximately 10 
percent to 15 percent of the cost of a 
home covers the land on which it stands. 
The remaining 90 percent or less is 
properly divided, about 50 percent to 
labor and 40 percent for materials. An 
increase of even 5 percent in the cost of 
materials therefore should not mean 
more than a 2 percent increase at the 
most in the ultimate price of a home. 

“The principal danger now facing the 
home building industry lies in the future 
of investment trends. The general re- 
duction of interest rates on new home 
mortgages in recent years from SY per- 
cent to around 4!4 percent has meant 
a difference of only 1 percent to the 
home buyer, but it has meant a differ- 
ence of more than 18 percent in return 
to the investor. 

“If war-time speculation should at- 
tract funds to the extent to which it did 
in the last World War, a serious cur- 
tailment of financing might be inevita- 
ble in the home building field where 
interest rates are fixed by the Govern- 
ment. Many lenders would vanish. 

“The increase in general business ac- 
tivity and the impending increases in 
living costs cannot be neglected in con- 
sidering the future of labor costs. A 
combination of rises in labor costs and 
material costs could make a sizable dif- 
ference in the ultimate price of homes.” 








